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Abstract 
In Slovak Republic we have had pension system of three pillars since 2005. The system goes through frequent changes. The 
third pillar represents supplementary pension insurance and it is neglected. The aim of this paper is compare saving in the 
third pillar with saving on a savings account of selected bank and find out advantages and disadvantages of the third pillar. 
There can be two cases based on the results of analysis. The first possibility is that savings account is more profitable, so it 
is necessary to suggest how we can improve conditions in the third pillar. The second possibility is that the third pillar is 
better for saving for pension and in this case is necessary to suggest a better propagation, that most of the population has 
been motivated to use the third pillar. 
© 2013 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of Emerging 
Markets Queries in Finance and Business local organization 
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1. Introduction
After reform in pension funding, Slovak Republic has started to use system with three pillars since 2004. [9] 
This reform got principle of merits to citizens. 
The three pillars system has advantages, because savers can influence the amount of their pension. In the 
new system citizens can save money on their personal pension account in the second and also in the third pillar. 
[5] 
However in these days, savers have different options where they can save their free financial resources. If 
savers want to ensure a certain standard of living during retirement, they will decide whether they save their 
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money in a bank account (they can choose from large scale of saving products) or they can choose one of the 
three pillars of pension provision. 
2. Analysis of the third pillar
The principle of saving in the third pillar allows to savers put off any amount of their financial resources to 
their personal retirement account in a private pension company. The purpose of such saving is to give citizens 
the opportunity to receive additional retirement income in old age and to maintain the standard of living 
achieved during a period of economic activity. 
Contributions to the fund of the third pillar can come from two sources.[7] They are paid by: 
• The saver - an individual older than 18 years
• The employer – may or may not contribute
Supplementary pension insurance company is obliged to create and manage one payout supplementary 
pension fund and at least one contributory supplementary pension fund.  
A participant can be in several contributory supplementary pension funds. At the present, there are four 
supplementary pension companies on the market. These companies have differences in the number of managed 
funds, funds focused and also differences in the fee. [7] 
The following table (Tab.1) shows nominal annual review of each supplementary pension insurance 
company (SPIC). 
Table 1. Statistical data about the third pillar. Source: Ministry of Labour, Social Affairs and Family of Slovak Republic 
Number of Nominal annual review
year participants * recipients together AXA DDS Tatra Banky 
Ing – Tatry 
Sympatia Stabilita All 
2008 
2009 
2010 
2011 
2012 
800669 
784893 
716076 
698332 
685124 
38783 
43763 
46752 
800669 
784893 
754859 
742095 
731876 
-3,6% 
2,1% 
2,3% 
-0,4% 
5,2% 
-4,5% 
3,1% 
2,3% 
-1,1% 
4,6% 
0,3% 
2,0% 
0,7% 
-4,8% 
5,8% 
-3,1% 
8,0% 
3,0% 
-2,3% 
7,5% 
-
1,5% 
2,3% 
1,2% 
-
1,8% 
3,8% 
* Number of participants in the third pillar with non-zero contracts. 
Data for year 2012 are till 30.9.2012. 
Supplementary pension insurance company is entitled to the following fees according to the law [7]: 
• The retribution for management of supplementary pension fund - is limited by law
• The retribution for the evaluation of assets in supplementary pension fund
• The retribution for transfer of participant to another supplementary pension insurance company
• The severance retribution
Conditions for payment of pension from supplementary pension savings are minimum period of saving – 10 
years and consummation of 55 years of life. 
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3. Analysis of saving accounts
Savings account is a bank product that allows households to save their free financial resources. It is a short-
term deposit product and it is a combination of current and term account. However, saving account compared 
with the current account is more advantageous because it provides better evaluation for clients in the form of 
higher interest rates and clients can manipulate with money at any time. [[1]] 
In practice, there are two types of savings accounts [[8]]: 
• a saving account with a notice
• a saving account without notice
3.1. The use of saving account 
According to a recent study of Household Finance and Consumption Survey (HFCS), more than 90% of 
households own some financial asset, where current accounts have the largest representation and the second 
most common financial assets are saving accounts. [[6]] The current account is not primarily intended for 
saving, therefore in our analysis we will continue with saving accounts. 
Fig 1 Ownership of financial assets. Source: HFCS 
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3.2. Development of deposits in Slovakia 
Over the last three years, we can see almost linear increase in total deposits of households in banks [2]. 
Mainly deposits with agreed maturity and deposits repayable on demand recorded a significant increase. In 
2009, the growth rate of deposits began to decrease gradually because of the reduction of interest rates in the 
market. Re-energize growth we can observe in the first half of year 2011, when the rate on the main refinancing 
operations increased again. Commercial banks responded on it and increased rates on savings accounts 
(positive correlation). This caused an increase in demand of households for deposit products. [3] 
Fig 2 Development of household´s deposits in Slovakia. Source: National bank of Slovakia 
3.3. Analysis of yield savings accounts without notice 
Savings Account, which is used primarily for the recovery of financial resources, has one the most important 
parameter for clients – level of amount saved after some years. This depends mainly on the amount of available 
funds for recovery and planned time of deposit of these funds. 
In our analysis, we include only saving accounts without notice currently available on the market with the 
following parameters: the amount of the deposit, the period, the interest rate, fees for setting up, management 
and cancellation of the account, fees for early withdrawal, the minimum deposit, necessity of having a personal 
account in the bank. 
We assume that the client will regularly save deposit 100¼ every month for two years on various saving 
accounts and he will not charge any money before the time savings. 
Calculation of the amount saved - the amount of such investments is calculated based on the following 
formula for calculating the p-Term annuities Eroare! Fără sursă de referin܊ă.: 
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j – nominal interest rate 
m – number of conversions 
n – period of interest 
p – number of deposits per year 
Fig 3 Yield after 2 years of savings. Source: own calculations, [[2]] 
Our analysis ([2]) shows that presently the most advantageous savings account is from Slovenská 
SporiteĐĖa, which provides best value of money for the savers. 
4. Comparing yield of saving accounts with 3rd pillar
First of all we need to take some hypotheses. We need the assumption of a fixed interest rate for saving 
account at all the time of saving. In fact, the interest rates on saving accounts derived from the rate on the main 
refinancing operations and the change of this rate may cause a change in the rates on saving accounts. For our 
calculation we use the current average interest rate on savings accounts, which we analyzed. Furthermore, we 
assume that this rate will remain fixed during all the time of saving and savers will not withdraw money from 
the account before the expiry of savings. The time of saving is 40 years because the third pillar is for long-term 
savings. 
Model example: a 25 year old saver insert amount 10¼ per month into a saving account with an average 
interest rate of 1.55% p.a. for 40 years. Interests are credited monthly. 
If the saver have that financial resources “in socks” at the age 65 years, he would have accumulated 4800¼. 
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10 * 12 = 120 
120 * 40 = 4800 
We use the formula (1) for the calculation of yield of saving account. After recalculation, we found that if 
saver regular saves 10¼ every month for 40 years, he will have 6644,59 ¼ at the end of saving period on he´s 
saving account. The total return would be 1844,59 ¼. When we calculate also with tax, after 40 years saver 
would have 5045,81 ¼. 
Saver can also choose the third pillar. However, unlike savings accounts, where resources are still available, 
saved up resources on supplementary pension saving is available after reaching retirement age. The advantage 
is that saver doesn´t miss this money earlier than the purpose for its use doesn´t occurs. Supplementary pension 
insurance companies actively invest contributions from savers so it is very difficult to clearly determine the 
yield by 40 years and it is also necessary to think about fees. But it is clear that the appreciation should be more 
attractive than the appreciation from savings products. The disadvantage is thus shows uncertainty 
appreciation. [9] 
But there exist calculators for approximate calculation of income from the third pillar. Here we specifies the 
age of the saver, date of conclusion of the contract with SPIC, gross salary and the annual evaluation and 
increase of the salary, employee contributions and the employer contributions, and the number of years of 
pension payments from the third pillar. [13] 
Example: 25 year old saver (born in 1988) signed a contract in August 2013 with the following parameters: 
gross salary 550 euro, an annual increase of salary 4%, the contribution from employee 1% of gross salary, 
contribution by the employer is missed, paying period we set to 5 years. Based on the calculator we obtain 
information about the saved amount on the individual account, which is 5,420.54¼ and the amount of pension 
that will become payable monthly for a period of 5 years in the amount of 107.55¼. [13] 
However, the third pillar will pass thru changes from 2014. Some fees will be abolished completely, others 
will changed only their height. The change will affect also conditions for payment of benefits from 
supplementary pension saving. The essence of this pillar will not change. It still presents financial improvement 
of pension. 
5. Conclusion
All of us have the opportunity to choose where they put their free money, which ensure for them a better 
pension. In Slovak Republic function a three-pillar pension system, and therefore it would be appropriate to use 
the whole system. The first and second pillars are often changed and in the eyes of the people they appear to be 
unstable and weak. There is also the third pillar, which is used only by 13% (number of participants in the third 
pillar in August 2013 was around 680,000 savers) of the total population. One of the benefits is that the 
employer may contribute to their employees on their personal pension accounts in the third pillar. The 
disadvantage is the impossibility of manipulation with the funds saved until the saver reaches retirement age. 
But the third pillar is about it. It serves to ensure a certain income in old age. 
Supplementary pension insurance companies have to ensure greater value of financial resources, that savers 
can choose the third pillar instead of saving accounts, which offer decent yields. Greater use of this pillar would 
theoretically somewhat eased pressure on the Social Insurance Agency, which represents the first pillar. Social 
Insurance struggles with declining demographic trends and a lack of finances. 
However, there is an opinion that is not good to compare savings in the pension system with savings in 
savings accounts in banks. "In the case of supplementary pension it is the long-term savings with long-term 
yields, which have different risk-return profile as a short-term bank deposits and therefore it makes no sense to 
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compare these two different financial products in the short term," referring ADDS to Ministry of Labour and 
Social Affairs when commenting on the analysis of long-term sustainability of the pension system. [[4]] 
An integral part of this problem is the problem of unemployment, low wages and the operation of the first 
pillar. [12] Our system proclaims that the first help comes from the employer, individual´s saved money, then 
family and finally the state. [10] This setting is not sustainable because of low wages and rapid aging of the 
population. [11] That's why people should have a more responsible approach to savings and to ensuring their 
retirement. 
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